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Terra Mining and Exploration Limited(N.P.L.) 


Unforeseen delays in readying the three new 11 vein 
stopes for production at the 11th level resulted in a poor 
second quarter, with production of 181,908 ounces being 
well below the 537,897 ounces produced during the first 
quarter. Total production for the six months of 719,805 
ounces was 475,161 ounces or 39.8% lower than the 
1,194,966 ounces produced during the comparable 1976 
period. As a result, net income of $338,988 or 10.3¢ per 
share declined dramatically from the $1,954,034 or 59.2¢ 
per share earned in the first half of the 1976 fiscal. year. 
During the last four months of 1977, however, projected 
maximum production levels should reverse the year-to- 
date shortfall, and we anticipate total production for the 
year roughly comparable to the record 1.9 million ounces 
achieved during 1976. 


During the latter 10 days of July an initial trial run of 1460 
tons of exploration and development muck from the 
Graham vein at the Norex property was processed with 
excellent results. This trial run produced 52,398 ounces 
of silver from an average millhead ore grade of 37 ounces 
per ton. The quality of the concentrate is excellent, with 
roughly 75% of the silver content being produced in jig 
concentrate form. Independent laboratory pulp analysis 
of the Norex jig concentrate revealed assays of 5,327.0 
ounces silver per ton, 7.80% lead and 1.81% zinc. The float 
concentrate assays showed commercial values of 222.8 
ounces silver per ton, 20.95% lead, 16.18% zinc and 2.40% 
copper. The upper stope on the Graham vein is progressing 
favourably, with average ore grades for the entire stope 
expected to be more than double the 37 ounces per ton 
millheads resulting from the trial run. A further run of 2000 
tons of actual stope material is planned during the next 
several weeks which will provide a more accurate and 
representative indication of overall grades and recovery 
levels. During August the deep diamond drill was moved 
to the Norex property to more fully evaluate its depth po- 
tential. The first drill hole has now confirmed the possible 
existence of a second silver vein with an intersection 
grading 89 ounces per ton over 3 feet at approximately 
350 vertical feet below surface. An exploration drift is 
currently approaching the intersection area and will permit 
more complete evaluation of the new intersection. 


At the Silver Bear Mine drifting towards the new north 
sulphide zone continues, with approximately 800 feet 
remaining to the target intersection area. Recent drilling 
has also confirmed depth extension of the 11 vein ore 
structure down to the projected 12 level of the mine, with 
two recent holes providing assays of 71.2 ounces per ton 
over 15 feet and 53.0 ounces per ton over 4 feet of core 
length. 


Alvin Harter 


September 7, 1977 President 


STATEMENT OF INCOME 


Six months ended 


June 30 
1977 1976 

Concentrate revenue less 

marketing, smelter and — 

royalty charges 3,133,465 /$ 4,669,549 
‘Expenses 

Production costs 1,659,632 1,475,931 

Administration 183,105 159,961 

Interest 180,102 92,601 

Financing charges _ 204,167 

Depreciation 205,044 191,909 

Depletion and amortization 456,594 321,731 

2,684,477 2,446,300 

Income before iricome taxes 

and extraordinary item 448,988 2,223,249 
Deferred income taxes 110,000 800,369 
Income before Sa 

extraordinary item ~ 338,988 / (1,422,880 _/ 


Extraordinary item 
Reduction of deferred 


income taxes =_ 531,154 


NET INCOME $ 338,988 $1,954,034 


Earnings per share before 
extraordinary item 


Earnings per share after 
extraordinary item 


Subject to adjustment and audit at end of year. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Six months ended 
June 30 


1977 1976 


WORKING CAPITAL 
DERIVED FROM 


Operations 
Net income 
Items not involving 
working capital: 


$ 338,988 $ 1,954,034 


Depreciation 205,044 191,909 
Depletion and 
amortization 456,594 321,731 
Deferred income taxes 110,000 269,215 
Term Loan 500,000 900,000 
1,610,626 3,636,889 
WORKING CAPITAL 
APPLIED TO 
Additions to fixed assets 210,647 309,475 
Mining property costs, 
including expenditures 
for exploration and 
development 637,178 650,438 
Joint venture exploration 
and development 
expenditures 749,249 283,217 
Payments on Camsell River 
Investments Ltd. re- 
purchase option _ 120,000 
Reclassification of 
term loan 300,000 = 
1,897,074 1,363,130 
INCREASE: (DECREASE) == OS 
IN WORKING 
CAPITAL POSITION (286,448) 2,273,759 
Working Capital 
Deficiency At Beginning 
Of Year 1,947,341 2,526,577 
Working Capital 
Deficiency At End Of 
Period $ 2,233,789 $ 252,818 


Subject to adjustment and audit at end of year. 


Report To Shareholders 


Lower production levels in the second half of the 
1977 fiscal year resulted in a decline in revenues 
and net income from the preceding year. Net 
income of $310,380 or 9.4¢ per common share 
resulted from net concentrate sales of $5,487,919, 
and represented a sharp decrease from the 
re-stated $1,326,205 or 40.2¢ per common share 
reported for the comparable 1976 period. Silver 
production of 1,480,315 ounces declined 22.1% 
from the record 1976 level of 1,900,991 ounces, and 
included initial production during the latter half of 
the year of 446,503 ounces from the Terra-Norex 
joint venture property located 6.5 miles to the east 
of the Silver Bear Mine. Production from the Norex 
property was achieved on trial run tonnage of only 
7,909 tons and represented a recovered mill-head 
grade of 56.5 ounces silver per ton. Total mill-feed 
for the year of 36,958 tons declined from the 46,090 
tons processed during 1976 and resulted in an 
overall recovered mill-head grade of 40.1 ounces 
per ton for the year, roughly comparable to the 41.3 
Ounces per ton rate experienced during the 
previous year. The decrease in processed tonnage 
during 1977 was largely a result of the heavy 
emphasis placed on exploration and development 
of the new North Mine as well as on readying the 
Terra-Norex property for production. The continu- 
ing heavy exploration and development expendi- 
tures at both the Norex and Silver Bear Mines 
severely curtailed working capital and was a factor 
in the directors’ decision to declare an initial 10% 
stock dividend to shareholders in December of 
1977. 

The Company’s large investment in the Terra- 
Norex joint venture has been fully justified by the 
gratifying production results achieved during the 
first four months of the current fiscal year. In this 
period 6,934 tons of joint venture ore has yielded 
an additional 745,691 ounces for a remarkable 
average recovered mill-head grade of 107.5 ounces 
of silver per ton. In the 10 month period since 
start-up the Norex property has produced 1,192,194 
ounces from two small stopes on the Graham vein 
from the 300 foot level to surface. This production 
has now recovered all of Terra’s advances to 
develop the property, and the profits resulting 
therefrom have fully justified management's faith in 
the potential of the deposit. A 10 hole surface 
drilling program has recently disclosed a second 
significant vein at Norex which is of apparent 
commercial ore grade. Exploration and develop- 
ment at Norex throughout the latter half of the 
Current year will emphasize this new vein structure 
as well as continuing exploration of the Graham 
vein at depth. 

During the month of March, 1978 the Company 
established an_ all-time production record of 
469,714 ounces. Total production for the current 
year to May 27 of 1,097,963 ounces is over 60% 
higher than the previous year’s level, and _ all 
indications point to record production for the year. 
Silver prices to date in 1978 have averaged 45¢ U.S. 
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per ounce higher than the 1977 average spot price 
of $4.62 U.S. per ounce. The decline in the value of 
the Canadian Dollar relative to the U.S. Dollar has 
also improved profitability since all concentrate 
sales are settled on the basis of U.S. prices. 

At the Silver Bear Mine, 1977 and _ recent 
exploration and development has concentrated on 
the new North Mine which contains a series of 
high-grade silver-uranium bearing vein structures. 
A 1,500 foot exploration drift was driven north from 
the Silver Bear Mine at the 600 foot level during the 
latter half of 1977 to allow exploration and 
development of these promising new vein struc- 
tures. During the latter half of the current year 
continuing heavy emphasis will be placed upon 
North Mine development with initial production 
scheduled.within the next 12 months. Planning is 
well advanced towards the letting of a contract for 
the construction of a vertical shaft and ventilation 
raise from the 1,300 foot level of the Silver Bear 
Mine to surface. This will provide many cost 
advantages, will significantly improve ventilation, 
and will greatly enhance the continuing develop- 
ment of both the North Mine and the Silver Bear 
Mine at depth. Research is also continuing on the 
economic feasibility of a hydro-electric project at 
White-Eagle Falls as well as on a _ biological 
leaching process for concentrate which would 
enable recovery of secondary metals such as 
cobalt, bismuth, nickel, copper, lead, zinc and 


-uranium, for which little or no economic return is 


presently received from the various purchasing 
smelters of our concentrate. In Mexico, the 
Company is close to formalizing an agreement for 
full-scale exploration and commercial development 
of our tungsten property there. Details of any 
agreement will be announced as soon as ratified. 

In closing, we wish to thank our many 
shareholders and employees for their loyalty and 
support and for their continuing contributions 
towards the growth and profitability of the 
Company in the years ahead. 


On behalf of the Board of Directors, 


Alvin Harter, President 
May 30, 1978 


Review of Operations 


SILVER BEAR MINE 


During 1977 mill feed was 
obtained largely from the lower 
levels of the mine. The decline 
haulageway was advanced to the 
12th level and mining was in 
progress on the 11 and 12 vein 
complex at that level at year-end. 
Good grades of silver ore were 
intersected for the first time in 
the igneous rocks (syenite) which 
border the usual sulphide-rich 
sedimentary host rocks. Native 
silver, argentite and cobalt-nickel 
arsenides were mined in_ this 
vein-fracture zone in the syenite 
over widths up to 30 feet. The 
estimated average grade of this 
new type of ore is 45 to 50 
ounces silver per ton. At year end 
the decline was being advanced 
to the 13 level, with ore supply 
for the balance of 1978 to be 
obtained from above this level. 

The deep hole diamond drill 
program continued from surface 
with several more holes com- 
pleted to the 6th level depth 
below the Camsell River in the 
area now known as the North 
Mine. An intersection of 131 
ounces of silver over a 9 foot 
core length was obtained early in 
the year. Several other step-out 
holes to the north-east confirmed 
continuation of the sulphide rich 
host rocks and also gave very 
favourable depth information on 
the Silver Bear host rocks. A total 
of 9,802 feet of drilling was 
completed during the year. 

Full scale mill tests during 1977 
on bismuth ores proved that high 
recoveries of bismuth and as- 
sociated cobalt and nickel arse- 
nides can be achieved in the 
existing mill circuit. However 
marketing difficulties were en- 
countered as a result of the high 
arsenic content in concentrates 
produced. Research is currently 
underway to evaluate leaching 
processes capable of treating all 
mill concentrates and recovering 


the various metals in saleable 
form. This research is also being 
directed towards separation and 
recovery of the _ substantial 
uranium values which exist in the 
North Mine ore shoots. 


NORTH MINE 


Favorable surface drill hole 
intersections were investigated 
by providing access through a 
1,500 cross-cut from the 6 level 
of the Silver Bear Mine. The 
North Mine lies directly under the 
Camsell River to the north-east of 
the Silver Bear Mine. During the 
year 3 veins were partially 
Opened up on the 6 level by 
drifting. The 54 vein has an ore 
shoot approximately 150 feet in 
length with good silver values 
(recent work has indicated values 
as high as 5,600 ounces per ton 
silver over a 6” width) and some 
uranium values. Average overall 
uranium grades have yet to be 
determined. Two additional vein 
structures containing native 
silver were intersected while 
driving a crosscut eastward from 
the 54 vein. These two new 


structures, which lie 100 and 150 
feet east respectively of the 54 
vein are currently being 
evaluated by drifting and raising. 
The exploration program in the 
North Mine to date indicates that 
the geological environment is 
excellent and that multiple veins 
exist containing good silver and 
uranium values. The company 
anticipates that the North Mine 
will supply a large portion of 
future mill feed as further explo- 
ration, development and mining 
progresses. 


NOREX JOINT VENTURE 


During 1977 the Norex decline 
haulageway was completed to 
the projected Graham Vein loca- 
tion at a depth 300 feet below the 
bottom of the old open cut at 
surface. An incline access ramp 
was also driven from the decline 
to the 150 foot level, where the 
Graham Vein was located and 
opened up by drifting. The high 
grade ore shoot of 150 feet in 
length was then further de- 
veloped by a raise before being 
mined by conventional shrinkage 


Approaching Terra landing strip and 
minesite from the west via company DC 3. 


stoping. While first-level stoping 
was in progress the vein was 
located on the 300 foot level and 
developed and partially stoped by 
year end. At that date 7,909 tons 
had been milled yielding 446,503 
Ounces or an average grade of 
56.5 ounces silver per ton. During 
early 1978 a further 6,934 tons 
were milled to give a to date total 
of 14,843 tons mined and milled 
from the Graham Vein yielding 
1,192,194 ounces for an overall 
grade of 80.3 ounces per ton. 

Three deep surface holes were 
completed on the Norex property 
during late 1977 for a total length 
of 4,039 feet. The holes were 
drilled in order to provide infor- 
mation on rock types and struc- 
tural features in the mine area. 
Two out of the three holes 
intersected significant silver val- 
ues in previously unknown vein 
structures. 

Upgrading of the all-weather 
road linking the Terra and Norex 
properties was completed by year 
end and has enabled orderly 
movement of production to Ter- 
ra’s mill. Extension and upgrad- 
ing of the Terra airstrip has also 


continued throughout the year to 
permit the eventual future use of 
a larger aircraft to _ facilitate 
movement of concentrate, 
supplies and personnel. 


SUNSHINE PROJECT 


Sunshine Mining Company has 
been working on an option basis 
to earn a potential 50% interest in 
the Terra-owned. Leah-Gossan 


Claims which adjoin the main 


Terra “A’’ Group of Claims to the 
south-east. During 1977 Sun- 
shine spent $103,975 towards 
their work committment of 
$1,000,000 on geological map- 
ping, geophysical work and 
diamond-drilling, bringing their 
cumulative expenditures to date 
on the group to $223,126. Several 
excellent targets were outlined 
and a program of detailed 
geophysical and geological map- 
ping will be carried out along 
with further diamond drilling in 
1978. 


MEXICAN OPERATIONS 


Assessment work programs 
were Carried out on all properties 


to maintain the claims in good 
standing during 1977. During the 
year Terra completed most of the 
requirements to permit it to 
obtain legal minority ownership 
in the Mining Company Com- 
pania Minera de Minas Nuevas, 
S.A. (Minas Nuevas). Terra’s 
Mexican partner, Banco Nacional 
De México, S.A. (Banamex) was 
also close to completion of its’ 
filing requirements for 51% own- 
ership of Minas Nuevas by year 
end. Terra, aS operator, expects 
to have a program of geological 
mapping and geophysical work 
in progress by mid-September, 
1978 on several promising min- 
eral consessions owned by or 
under option to its’ Mexican 
affiliate. 


TERRA-DUKE PROJECT 


No work was performed on the 
Bullmoose Lake N.W.T. property 
during 1977 and no further work 
is scheduled for this project 


during 1978, although manage- 
ment remains optimistic about 
the economic potential of this 
high-grade gold prospect. 


Terra complex showing satellite  T.V. 
receiver in foreground. 


Aerial view of Terra-Norex ‘road with Terra 
complex in the background. 


Jaw and cone crushers — 1st stage 
of the milling process. 


Cleaner cells in flotation circuit. 


= ST 5 loading JDT 420 ore carrier at 5th 
== /evel underground. 


200 ton per day ball mill in operation. 


Statistical Data 
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World Silver Supplies 


(excluding Communist dominated areas.) 
(millions of ounces) 


New production: 
Western Hemisphere: 
United States 
Canada 


Outside the Western Hemisphere: 
Australia 


Total new production 


Other sources of supply: 

From U.S. Treasury 

From stocks of foreign gov'ts . 

From demonetized coin 

From Indian stocks 

Salvage and other misc. 
sources 

Liquidation of (additions to) 
Private bullion stocks 


Total other supplies ... 


Availabie for world consumption 


Silver Quotations 


[ NEW YORK 
(Handy & Harman) 


LONDON 
(Daily Fixing) 
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242.420 
200.115 


185.000 |219.479 
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67.404 
62.969 
76.876d 
80.698 


United States Industrial Consumption 
Of Silver by End Use 


(millions of ounces) 


Electroplated ware 
Sterling ware 
Jewelry 
Photographic materials 
Dental and medical supplies ... 
Mirrors 
Brazing alloys and solders .... 
Electrical and electronic 
products: 
Batteries 
Contacts and conductors .. 
Bearings 
Catalysts 
Coins, medallions and 
commemorative objects 
Miscellaneous 


Total industrial consumption . 
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(excluding Communist dominated areas) 
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Terra Mining and Exploration Limited (N.P.L.) 


(Incorporated under the laws of British Columbia) 


Balance Sheet 
As At December 31, 1977 


ASSETS 


CURRENT ASSETS 
Accounts receivable 
Smelter settlements outstanding 
Receivable from Terra-Norex Joint Venture 
(note 2) 
Concentrate inventory 
Fuel and other supplies 
Prepaid expenses 


INVESTMENTS 
Terra-Norex Joint Venture (note 2) 
Affiliated company (note 3) 
100,000 Escrowed shares of Duke Mining Ltd., 
at cost 


FIXED ASSETS 
Buildings and equipment 
Less accummulated depreciation 


MINING PROPERTIES, including exploration and 
development expenditures, at cost less 
accumulated depletion and amortization 
(note 4) 


Approved by the Board 


Gaohies Chie Director 
f Wf a Director 


1977 


108,828 
TAP SEL 


542,740 
320,247 
513,426 


54,421 


1,657,179 


1,832,724 
136,991 


10,000 


19795110 


5,515,427 


2,330,235 
3,160,192 


7,363,831 


$14,185,917 


1976 


$. 142,298 
132,859 


1,264,899 
132,429 
64,117 


2,266,290 


1,586,447 
60,347 


10,000 


1,656,794 


4,826,806 


1,912;903 
2,913,845 


__ 6,690,301 


$13,527,230 


LIABILITIES 


CURRENT LIABILITIES 
Bank indebtedness (note 5) 
Accounts payable and accrued liabilities 
Loans payable (note 6) 
Principal due within one year on long term debt 


LONG TERM DEBT 
Term bank loan (note 5) 
Shareholders’ loans 
Payable to Camsell River Investments Ltd. 


Less principal included in current liabilities 


DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 7) 
Authorized 
6,000,000 Common shares, par value 50¢ each 
Issued 
3,299,315 Common shares 


CONTRIBUTED SURPLUS, premium on issue of common shares 


RETAINED EARNINGS 


Subsequent event (note 8) 
Commitment (Note 9) 


1977 


$., 986,287 
1,585,400 
1,715,000 


450,000 
4,736,687 


1,200,000 


1,200,000 


450,000 


750,000 


____ 927,000 


1,649,657 


3,538,742 


2,083,831 
1,(12,230 


$14,185,917 


1976 


$ 1,213,849 
1,654,531 
375,000 


1,010,000 


4,253,380 


1,450,000 
500,000 


160,000 


2,110,000 
1,010,000 


1,100,000 


712,000 


1,649,657 
3,538,742 


2,273,451 
7,461,850 


$13,527,230 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Income 
Year Ended December 31, 1977 


1977 
Concentrate revenue less marketing, smelter 
and royalty charges $5,487,919 
Expenses 
Production costs 2,816,673 
Administration 406,868 
Interest 
Long term debt 316,303 
Other 371,082 
Financing charges 
Depreciation 417,273 
Depletion and amortization 964,923 
§,293,122 
194,797 
Share of joint venture income 330,583 
Income before income taxes and 
extraordinary item 525,380 
Deferred income taxes (note 10) 215,000 
Income before extraordinary item 310,380 
Extraordinary item 
Reduction of deferred income taxes (note 10) 
NET INCOME $ 310,380 
Earnings Per Share 
Income before extraordinary item 9.4¢ 
Net income 9.4¢ 
Year Ended December 31, 1977 
1977 
RETAINED EARNINGS AT BEGINNING OF YEAR 
As previously reported $2,800,451 
Adjustment of prior year’s deferred 
income taxes (note 10) 527,000 
As restated 2,213,451 
Net income 310,380 
RETAINED EARNINGS AT END OF YEAR $2,583,831 


1976 


$7,089,614 


2,928,334 
374,061 


58,100 
324,037 
204,167 
401,918 
760,792 


5,051,409 


2,038,205 


2,038,205 
798,000 


1,240,205 


86,000 


$1,326,205 


37.6¢ 


40.2¢ 


1976 


$ 947,246 


947,246 
1,326,205 


$2,273,451 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Changes in Financial Position 


Year Ended December 31, 1977 


1977 1976 
WORKING CAPITAL DERIVED FROM 
Operations 
Net income $ 310,380 $1,326,205 
Items not involving working capital 
Depreciation A172/3 401,918 
Depletion and amortization 964,923 760,792 
Deferred income taxes 215,000 712,000 
1,907,576 3,200,915 
Term bank loan, net of principal due 
within one year 150,000 600,000 
Shareholders’ loans 500,000 
2,057:576 4,300,915 
WORKING CAPITAL APPLIED TO 
Non-current portion of advances to 
Terra-Norex Joint Venture 246,277 1,141,236 
Advances to affiliated company 76,644 60,347 
Additions to fixed assets 688,620 548,995 
Mining properties, including expenditures 
for exploration and development 1,638,453 1,803,073 
Reduction of non-current portion of payable 
to Camsell River Investments Ltd. 120,000 
Reduction of non-current portion of 
shareholders’ loans 500,000 
3,149,994 3,673,651 
INCREASE (DECREASE) IN WORKING CAPITAL DEFICIENCY 1,092,418 (627,264) 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR 
As previously reported : 1,947,341 2,526,577 
Reclassification of assets of 
Terra-Norex Joint Venture 39,749 SYA. 
As restated 1,987,090 2,614,354 
WORKING CAPITAL DEFICIENCY AT END OF YEAR $3,079,508 $1,987,090 
In our opinion, these statements 


Auditors’ Report 


To the Shareholders of 
Terra Mining and Exploration Limited (N.P.L.) 


We have examined the balance sheet of Terra 
Mining and Exploration Limited (N.P.L.) as at 
December 31, 1977 and the statements of income, 
retained earnings and changes _in_ financial 
position for the year then ended. Our examination 
was made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests and other procedures as we considered 
necessary in the circumstances. 


present fairly the financial position of the company 
as at December 31, 1977 and the results of its 
operations and the changes in_ its financial 
position for the year then ended in accordance 
with generally accepted accounting principles 
applied after giving retroactive effect to the 
change in the method of accounting for the joint 
venture as described in note 1(a) on a basis 
consistent with that of the preceding year. 


har aa Risbdalle = fO 


Chartered Accountants 


Edmonton, Alberta 
May 19, 1978 


Terra Mining and Exploration Limited (N.P.L.) 
Notes to Financial Statements 


Year Ended December 31, 1977 


1. 


ACCOUNTING POLICIES 


(a) Basis of accounting for investment in 
joint venture 

Prior to 1977 the company consoli- 
dated its proportionate share of the 
assets and liabilities of the Terra- 
Norex Joint Venture. In 1977 the 
company commenced accounting for 
its investment in the joint venture on 
the equity basis. The recorded invest- 
ment therefore includes advances to 
date plus the company’s share of 
undistributed earnings since inception 
(note 2). This change has_ been 
applied retroactively and has no effect 
on net income or retained earnings. 

(b) Smelter settlements outstanding 
Smelter settlements which are out- 
standing are valued at estimated net 
realizable value using metal prices as 
established by contracts. 

(c) Concentrate inventory 
Concentrates on hand are valued at 
estimated net realizable value using the 
following quoted metal prices at De- 
cember 31, 1977. 


Silver $5.277 per ounce 
Copper .610 per pound 


(d) Fuel and other supplies 
Fuel and other supplies are valued at 
the lower of cost and replacement 
COS 

(e) Fixed assets 
Fixed assets are stated at cost and are 
depreciated at rates calculated to 
amortize the cost of the assets over 
their estimated useful lives. 

(f) Depletion and amortization 
The costs of mining properties and 
claims together with the related explo- 
ration and development expenses are 
being amortized over the projected life 
of the mine, which is based on 
estimated ore reserves as periodically 
established. 

(g) Income taxes 
Deferred income taxes arise from 
claiming depreciation and amortiza- 
tion for income tax purposes in 
amounts differing from those recorded 
in the accounts. 


2. INVESTMENT IN TERRA-NOREX 
JOINT VENTURE 


1977 1976 

Expenditures 

required to earn 

50% interest $ 445,211 $- 445,211 
Recoverable 

advances 1,599,670 1,141,236 
Share of joint 

venture income . 330,583 

2,375,464 1,586,447 


Less portion included 
in current assets, 
representing the net 
Current assets of the 
joint venture 542,740 


$1,832,724 $1,586,447 


The company and Norex Resources Limited 
each hold an undivided 50% interest in 
mining properties in the Camsell River area. 
Terra acts as operator and has advanced all 
funds required during preliminary explora- 
tion and development of the properties. 
These advances are to be recovered from 
production proceeds from the properties 
prior to any distribution of income to Terra 
and Norex as joint venture participants. 


3. INVESTMENT IN AFFILIATED 
COMPANY 


1977 1976 
Shares, at cost $ 56,637 $ 56,637 
Advances 80,354 3,710 
$136,991 $ 60,347 


The company’s Mexican property interests 
are held by Cia. Minera de Minas Nuevas, 
S.A., a company in which Banco Nacional 
de Mexico, S.A. (Banamex) has a 51% 
interest and Terra a 473% interest. 


Terra is responsible for advancing all funds 
necessary for the exploration of these 
properties. Upon completion of exploration 
and subject to Banamex’s acceptance of a 
feasibility study for commercial develop- 
ment, Banamex is to reimburse Terra for 
Banamex’'s share of all exploration costs. 
Thereafter Banamex will be responsible for 
its pro rata share of development and 
Operating costs. 


4. MINING PROPERTIES The loan is secured by a chattel mortgage 


1977 1976 on concentrate inventory and an assign- 
ment of smelter settlements outstanding, 


Camsell River, subject to the bank’s prior charge on 


Spencer Lake and these assets. 
Deadman’s Island $9,970,616 $8,335,437 
Less accumulated Shareholders’ loans 
depletion and | Shareholders’ loans are due on or before 
amortization 3,291,168 2,326,246 December 31, 1978 and bear interest at 
6.679.448 6.009.191 009.191 the rate of 18% per annum. 

Beer ti ‘ape, a These shareholders have been granted 
: PiePon Se stock options on 135,000 shares exercisa- 
moe med) 684,383 681,110 ble at $4.50 per share and expiring at 

$7,363,831 $6,690,301 various dates to December 31, 1978. 
Other loans 
ep operties Included in the other loans is a $500,000 


Terra is responsible for advancing all 
funds required to bring the properties into 
commercial production. Any funds ad- 
vanced are recoverable before any dis- 
tribution of net proceeds to the company 
and Duke Mining Ltd. 


note payable bearing interest at 18% 
which is secured by an assignment of 
recoverable advances to the Terra-Norex 
Joint Venture and a chattel mortgage on 
mobile equipment. 


In addition, Terra has given the notehol- 


5. TERM BANK LOAN der share options which expire on 


October 1, 1979. The options are based 
Subsequent to December 31, 1977, the on the amount of principal and interest 
company refinanced the term bank loan and outstanding from time to time and 
increased the loan by $600,000. The new amounted to 70,189 shares at December 
loan bears interest at 3% above the bank’s 31.1977 
prime rate and is repayable at $50,000 


principal plus interest per month commenc- 


ing in April, 1978. The principal due within 7. CAPITAL STOCK 


one year reflects the new terms of the loan. Share options 
The term bank loan and $500,000 of the Options outstanding at 
bank indebtedness included in current beginning of year 183,000 
liabilities are secured by a general assign- Options granted 295,439 
ment of book debts and by inventories. | 478,439 
6. LOANS PAYABLE Options cancelled 60,500 
1977 1976 Options outstanding at 
Convertible loan $ 500,000 pono cal EY 
Shareholders’ loans 600,000 Number Option price 
Other loans 615,000 $ 375,000 of shares pershare Expiry date 
LAND U2 Send 22,500 $4.50 —- February 2, 1978 
Convertible loan ~ 67,000 4.50 March 31, 1978 
The convertible loan is due December 31, 13,500 4.50 June 30, 1978 
1978 and bears interest at 18% per annum 122-500 4.50 December 31, 1978 
payable January 1 and July 1. 122,250 4.09 December 31, 1978 
The loanholder has been given the option 70,189 4.09 October 1, 1979 
of converting all or a portion of the 417,939 
principal amount owing into shares of the Ts ar 
company at a conversion price of $4.09 The options have been granted subject to 
per share, representing an entitlement to approval by the various regulatory au- 


122,250 shares. thorities. 


8. SUBSEQUENT EVENT 


The company has declared a stock dividend 
to shareholders of record on January 16, 
1978. The dividend consists of one common 
share for every 10 common shares held, 
payable January 30, 1978. 


9. COMMITMENT 


The company and Sunshine Mining Com- 
pany have entered into an agreement for the 
exploration and development of certain 
mining properties owned by Terra in the 
Camsell River area together with new-claims 
staked as a result of the exploration. 


Sunshine will act as the operator and will 
have the right to earn up to an undivided 
50% interest in the Leah Gossan group of 
mining properties by expending $1,000,000 
in exploration and development costs by Py 
August 1, 1980. Their interest may be earned = 
at the rate of 1% for each $20,000 : 
expended. At December 31, 1977 Sunshine Assayer withdrawing cupel from 1800° F 
was entitled to an 11% interest based on Bose nace: 

expenditures of $223,126 to that date. 


Sunshine also has the option of earning up 
to an undivided 50% interest in three other 
properties by expending $300,000 on each 
property by May 14, 1980. | 


10. ADJUSTMENT OF PRIOR YEAR’S 
DEFERRED INCOME TAXES 


As a result of income tax reassessments 
received in 1977 applicable to the years 
1973 to 1975, deferred income tax charges 
carried forward to 1976 have been reduced, 
resulting in an increase in the prior year’s 
deferred income tax expense of $298,000 
and a decrease in the extra-ordinary item 
“reduction of deferred income taxes’ of 
$229,000. 


The company intends to appeal the income 
tax reassessments. 


17. REMUNERATION OF DIRECTORS 
AND OFFICERS 


Direct remuneration of directors and officers 
for the year amounted to $104,885 ($99,750 
in 1976). 


12. ANTI-INFLATION LEGISLATION 


The company is subject to regulation on 
dividends to its shareholders under the 
Anti-Inflation Act (Canada). Under these 
regulations, the maximum dividend allowa- 
ble in the twelve months ending October 13, 
1978 on the present issued share capital is 
10 cents per share. 


— 
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Terra dock on Camsell River with barge 
approaching to load concentrate. 


Cover: 


Sunset view of the mill complex over- 
looking Ho-Hum Lake. 


Kaleidoscope 


